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THE FUTURE OF THE AMERICAN MERCHANT 
MARINE AS AFFECTED BY ITS FUEL SUPPLY 

FREDERIC R. KELLOGG 
of the New York Bar 

UNTIL very recent times the world in general and the 
United States in particular has devoted but little time 
to a consideration of the nature, adequacy and sources 
of its fuel supply. It is, however, no longer possible to con- 
tinue in this attitude of mind; and it is my intention to ask 
you to spend a few moments in the examination of certain fuel 
problems, with the proper solution of which the future of the 
American Merchant Marine will be intimately connected. 

Until the commencement of the World War only a negligible 
portion of our merchant ships consumed oil fuel. During the 
war, great new fleets were, however, brought into existence, and 
many changes were made in the fuel equipment of older vessels. 
The result of these developments has been that at the present 
time approximately 60 per cent of all United States merchant 
vessels are equipped for the burning of petroleum fuel, whereas, 
taking as an entirety all of the other merchant fleets of the 
world, we find that only approximately 1 5 per cent of foreign 
steam vessels are thus equipped. 

To anyone -familiar with the results derived from the con- 
sumption of petroleum fuel instead of coal, it will be at once 
apparent from these figures that our American mercantile 
marine enjoys, by reason of its petroleum-burning equipment, 
certain very substantial advantages over its competitors — ad- 
vantages which are the more important when considered in the 
light of certain handicaps to which our vessels are subject, 
arising principally from their great cost of construction and 
to a lesser extent, from their higher cost of operation. 

The principal advantages flowing from the use of petroleum 
fuel are, first, the enormous saving in the fireroom staff. The 
extent of this can be well imagined when it is remembered that 
on the great passenger liner " Olympic " the labor of over 350 
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firemen has been saved since the installation of oil-burning 
equipment. Not only are the wages of these men saved, but 
also the space necessary for their accommodation and the food 
and other supplies which they need. Furthermore, vessels 
burning oil are practically free from dirt and smoke, can carry 
fuel for a much greater cruising radius and are able to maintain 
a steady and unvarying head of steam under almost any operat- 
ing conditions. So important are these and other advantages 
that one expert ship operator recently stated that as long as any 
steamer could buy oil at anything like a reasonable price, it 
could not afford to convert back to coal even if the coal were 
furnished for nothing. 

In order to maintain this advantage now enjoyed by the 
American mercantile marine, it is, of course, necessary that an 
adequate and reasonably priced supply of petroleum should be 
obtained. As to the size of this supply, the chairman of the 
United States Shipping Board has recently stated that approxi- 
mately forty million barrels of forty-two gallons each will be 
required during the calendar year of 1921. This is equivalent 
to the cargoes of approximately 580 tank steamships of ap- 
proximately ten thousand tons deadweight carrying capacity 
each. And this figure does not include any fuel for privately- 
owned vessels. 

Where can this supply be obtained? 

Not in the United States, which country has imported over 
eighty million barrels of petroleum during the year 1920 and 
which is planning even greater importations during the calen- 
dar year 1921. 

So far as the present supply of this fuel petroleum is con- 
cerned, it must come in the near future principally from Mexico, 
which is the only foreign country either near the United States 
or far away in which adequate production has as yet been 
developed. 

But, looking further ahead and remembering the rapid rate 
at which the reserves of Mexico are being depleted, those who 
expect to continue the consumption of petroleum as a fuel, 
must calculate on being eventually compelled to procure a 
portion of their supply from more distant territories, among 
which the great petroleum field beginning in the Caucasus 
mountains and extending through Mesopotamia to the Persian 
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Gulf, must be considered as containing some of the greatest 
undeveloped petroleum potentialities. 

This preliminary survey of the situation brings me to the 
essential point which I wish to make at the present time, which 
is, that the ability of the United States to obtain a petroleum 
fuel supply partly from Mexico in the near future and partly 
from the Mesopotamian and other foreign fields at a later date, 
will depend to a great extent upon the proper solution of two 
great international problems which confront us today. 

So far as Mesopotamia is concerned, it will be remembered 
that Great Britain has received, under the Treaty of Versailles, 
a mandate over Mesopotamia, which country is at the present 
time occupied by her forces. She seems to have construed that 
mandate as entitling her to control the exploration and ex- 
ploitation of that territory for petroleum purposes, and to have 
taken the position that she must be the judge as to what 
petroleum enterprise shall be allowed to operate in that terri- 
tory. By a recent convention with France, known as the Pact 
of San Remo, she conceded to France the right to obtain the 
benefit of 25 per cent of such petroleum as might be produced 
from Mesopotamia, although this right is hedged about with 
certain limitations. 

The United States State Department has taken strong ground 
in opposition to the British theory of the meaning of the term 
" mandate " and concerning the rights vested in Great Britain 
by the Treaty. Briefly stated, the position of our State 
Department is that this mandate was never intended to give 
any peculiar or special rights to the mandatary, but that it 
must be considered as in the nature of a trusteeship for the 
equal benefit, if not of all the world, certainly of all the allied 
nations by which the war was won. Several diplomatic ex- 
changes have taken place upon this subject; and as the last 
communication of Secretary Colby still remains unanswered, 
we can only say that the problem in question remains unsettled, 
and that the proper determination of the meaning of the term 
" mandate " as applied not only to this territory but to other 
great areas of the earth's surface within which petroleum may 
be contained, will substantially affect the power of the American 
mercantile marine to continue to enjoy the advantages derivable 
from petroleum as a fuel. 
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So far as Mexico is concerned an even graver question is 
presented. The Mesopotamian situation involves the right 
hereafter to obtain a petroleum supply in the somewhat distant 
future; but in Mexico the question is whether the property of 
United States citizens heretofore lawfully acquired by them 
pursuant to the preceding laws of Mexico and from which our 
supplies are now being produced may be taken from them with- 
out compensation by an arbitrary, series of confiscatory laws 
adopted by the Carranza government and not as yet repudiated 
by its successors. 

Space will not permit an elaborate presentation of this 
most important situation, but its essential features are these : 
The commercial development of petroleum in Mexico is due 
to American initiative, skill and capital. This development was 
based upon the express and unequivocal language of the then 
existing laws of Mexico to the effect that the owner of the 
lands also had the sole right without governmental interfer- 
ence to extract petroleum from beneath the surface. The first 
of these laws was enacted sixteen years before the commercial 
development of petroleum commenced in Mexico and this prin- 
ciple has remained in force unquestioned and unchallenged 
during the full period of thirty-four years. In 191 7, after 
great success had been obtained in this development, the 
Carranza government promulgated a new constitution, in the 
adoption of which it may be incidentally noted Carranza vio- 
lated express precepts of the then existing constitution and 
laws of the Republic. Under this new constitution, a series of 
decrees were issued by Carranza, purporting to take over to the 
nation all of these petroleum properties with no pretense of 
compensation whatsoever and requiring the owners of these 
properties as a condition of being allowed to operate them to 
pay " rentals and royalties " to the Mexican government and 
to comply with such other conditions as might be established 
from time to time. 

These laws did not pretend to be conservation laws or to 
have anything to do with the right of the exercise of eminent 
domain, which in every civilized country can only be exercised 
upon just compensation being made to the owner of the property 
expropriated. The situation is exactly the same as though the 
State of New York should take possession of a house which had 
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been owned by any of those here present for seventeen years, 
should pay nothing therefor and should say to the owner that 
he would be allowed to continue in the occupation of his 
property only if he thereafter pay not only the same taxes 
which he had previously paid, but such " rentals " as the State 
might at any time demand from him. The American com- 
panies refused to acquiesce in this confiscatory plan and for 
three years have been contesting the attempts of the Mexican 
republic to compel compliance. In every contest they have 
had the able assistance of the United States State Department, 
which, after a thorough study of the situation, has, in the 
strongest kind of diplomatic language, characterized these laws 
as confiscatory and against the principles of natural justice, and 
has called the attention of the Mexican government to the fact 
that it might be the duty of the United States to take measures 
to protect its citizens who were thus attacked. It is most 
gratifying to the petroleum companies to be able to say that 
every one of the many protests which they have made during 
the period of this controversy has been approved by their own 
government. 

At the present time this situation is developing in a more 
critical manner than at any previous time. Practices have been 
adopted by the de la Huerta government and have not yet been 
repudiated by the Obregon government, which if they con- 
tinue will drive Americans out of the possession of properties 
which they bought from private owners and paid for, and which 
in no case were acquired by governmental concession, and will 
turn over these properties to those individuals who have sought 
to secure profit for themselves, at the expense of the real owners, 
by joyful adherence to the terms of the Carranza confiscatory 
decrees. 

It cannot be too strongly emphasized that no element of 
" tax-dodging " or " concession-holding " is involved in this 
controversy, for the American companies have paid in full the 
enormous and constantly increasing taxation imposed upon 
them ; and in no case has a single square foot of oil territory 
been acquired by any of these companies pursuant to con- 
cessions or other forms of contract made with the government 
of Mexico, all such properties having been acquired from 
private ownership. 
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In this controversy the petroleum companies are entitled to 
and ask the sympathy and aid of every American citizen who 
believes in the principle of the square deal and in the proper 
protection of the lawful rights of Americans abroad ; and they 
especially ask that those who are interested in the future of 
the American mercantile marine shall by their thoughts and 
by their influence aid the cause of those whose fight is not only 
for their own advantage but for the great and unquestioned 
advantage of American shipping upon the high seas. 
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